When Is a Financial Presentation a Compilation?

The AICPA Professional Standards,
specifically SSARS No. 1, AR Section
100, define a compilation of financial
statemerits as “presenting in the form
offinancial statementsinformation that
is the representation of management
(owners) without undertaking to ex-
Ppressany assuranceon thestatemen#.”

The Standards define a financial
statement to be “a presentation of fi-
nancial data, incdluding accompanying
notes,derived fromaccountingrecords
and intended to communicate an
entity’s economic resources or obliga-
tions at a point in time, or the changes
therein for a period of time, in accor-
dancewithgenerallyacceptedaccount-
ing principles (GAAP) or a compre-
hensive basis of accounting other than
GAAP.”

To determine if a compilation en-
gagement has been performed, a CPA
mustdifferentiate afinancial statement
presentation from a trial balance—the

Standards provide guidance for dif-
ferentiating between a financial state-
ment presentation and a trial balance.

According to the Standards, a fi-
nancial statement features the combi-
nation of similar general ledger ac-
counts to create classifications or ac-
count groupings with corresponding
subtotals and totals while a trial bal-
ance consists of a listing of all of the
general ledger accounts and their cor-
responding balances.

When determining if a financial
Ppresentation is a compilation of finan-
cial statements, the CPA must ascer-
tain if the financial presentation, re-
gardless of title, intends to present fi-
nancial position, results of operations,
or cash flows.

If the financial presentation in-
tends to present financial position, re-
sults of operations, or cash flows, then
it is a financial statement.

SSARS No. 1 imposes no require-
ment on an accountant to report on
financial information contained in a
tax return.

In other words, if the financial pre-
sentation is part of the tax return and
used for no other purpose, it would not
be considered a financial statement or
compilation and as such, no represen-
tation concerning such presentation
would be required.

The matrix below lists various
types of financial data presentations
and states if each presentationisa com-
pilation of financial statements and if
peer review is required.

Please note that because financial
presentation tifles may vary, the list is
not all-inclusive.

Questions about compilations? Con-
tact J. Michael Barham, CPA, the Board's
Deputy Director, by e-mail at
mbarham@uccpaboard.gov.
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